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Abstract:  

The automotive industry comprising of automobiles and auto component sectors is an 

ƛƳǇƻǊǘŀƴǘ ŘǊƛǾŜǊ ŦƻǊ ŀƴȅ ŜŎƻƴƻƳȅΦ Lǘ ƛǎ ŎŀƭƭŜŘ ŀǎ ǘƘŜ ΨƛƴŘǳǎǘǊȅ ƻŦ ƛƴŘǳǎǘǊƛŜǎΩΦ LƴŘƛŀ Ƙŀǎ ŀƭǊŜŀŘȅ 

become one of the fastest growing automobile markets in the world and infact the automobile 

industry has scripted a new, inspirational story to learn from and build on. The automobile industry 

is one of the largest and most important industries in the world both in terms of its contribution to 

national income and the number of jobs it provides. It is moreover, a major employment generator 

in the country. The automobile industry, along with the auto components industry, occupies a 

prominent place in the fabric of the Indian economy. This is primarily due to the fact that this 

industry has strong forward and backward linkages with several key segments of the economy. Thus 

the automotive industry has a strong multiplier effect and is capable of being the driver of economic 

growth. 

 

Keywords: Capital Structure ,Indian Automotive Industry ,Auto Component Sectors 

 

 



 

 
2 Golden Research Thoughts  Volume-4 | Issue-7 | Jan-2015 

 
 

INTRODUCTION 

In order to survive in the long run, every company needs to plan about its capital structure 

and decide the combination of sources of funds after observing the factors affecting capital 

structures.  
 

LITERATURE REVIEW 

WƻǎƘǳŀ !ōƻǊ όнллуύ Ƙŀǎ ƳŀŘŜ ŀ ǎǘǳŘȅ ƻƴ ά5ŜǘŜǊƳƛƴŀƴǘǎ ƻŦ ǘƘŜ /ŀǇƛǘŀƭ {ǘǊǳŎǘǳǊŜ ƻŦ DƘŀƴŀƛŀƴ 

CƛǊƳǎέΦ ¢ƘŜ ǎǘǳŘȅ Ƙŀǎ ŎƻƳǇŀǊŜŘ ǘƘŜ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜ ƻŦ ǉǳƻǘŜŘ ŦƛǊƳǎΣ ƭŀǊƎŜ ǳƴǉǳƻǘŜŘ ŦƛǊƳǎ ŀƴŘ 

small and medium enterprises using a panel regression model. The results indicated that the size of 

the firm, asset structure and profitability have influenced the capital structure of Ghanaian Firms. It 

has been found that quoted and large unquoted firms exhibited significantly higher debt ratios than 

SMEs. The study has also revealed that short term debt constituted a relatively high proportion of 

total debt of all the sample groups. 

wŀƻ όнллтύ  ƛƴ Ƙƛǎ ǎǘǳŘȅ ƻƴ ά/ŀǇƛǘŀƭ {ǘǊǳŎǘǳǊŜ ŀƴŘ CƛƴŀƴŎƛŀƭ tŜǊŦƻǊƳŀƴŎŜΥ 9ǾƛŘŜƴŎŜ from 

hƳŀƴέ Ƙŀǎ ŜȄŀƳƛƴŜŘ ǘƘŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ŦƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜΦ ¢ƘŜ 

results of the study suggested that, as contrary to the trade off theory of capital structure, there has 

been a negative association between the level of debt and financial performance. This can be 

attributed to the high cost of borrowing and the under developed nature of debt market in Oman. 

The tax savings that the firm receives by using debt does not seem to be sufficient to outweigh the 

cost of using debt including the high interest cost. 

Bhavik Panchasara, Kumargaurav Ghela, Sagar Ghetia and Ashish Chudasama, (2011) have 

ŎƻƴŘǳŎǘŜŘ ŀƴ ŜƳǇƛǊƛŎŀƭ ǎǘǳŘȅ ƻƴ άWǳŘƎƛƴƎ ǘƘŜ {ƘƻǊǘ ¢ŜǊƳ {ƻƭǾŜƴŎȅ ƻŦ {ŜƭŜŎǘŜŘ LƴŘƛŀƴ !ǳǘƻƳƻōƛƭŜ 

{ŜŎǘƻǊ /ƻƳǇŀƴƛŜǎέΦ ¢ƘŜ ŀŎŎƻǳƴǘƛƴƎ ǘŜŎƘƴƛǉǳes of ratio analysis have been used in conjunction with 

the techniques of inferential statistics to draw the inferences regarding short- term solvency of the 

company selected for the study. Besides the main liquidity ratios, the relevant turnover ratios have 

also been used to know how quickly different components of current assets were converted into 

cash so as to maintain liquidity in the business.  

²ŀƭŘ ŀƴŘ WƻƘƴ όнлммύ ƛƴ ǘƘŜƛǊ ǎǘǳŘȅ ƻƴ άIƻǿ CƛǊƳ /ƘŀǊŀŎǘŜǊƛǎǘƛŎǎ !ŦŦŜŎǘ /ŀǇƛǘŀƭ {ǘǊǳŎǘǳǊŜΚΥ 

An International /ƻƳǇŀǊƛǎƻƴέ ƘŀǾŜ ŜȄŀƳƛƴŜŘ ǘƘŜ ŦŀŎǘƻǊǎ ŎƻǊǊŜƭŀǘŜŘ ǿƛǘƘ ŎŀǇƛǘŀƭ ǎǘǊǳŎǘǳǊŜ ƛƴ ǘƘŜ 

United States, Japan, United Kingdom, France, and Germany. Although both mean leverage and 

many firm factors appear to be similar across countries, some significant differences have been 

found. Specifically, differences appear in the correlation between long-term debt/asset ratios and 

the firms' riskiness, profitability, size, and growth. These correlations may be explained by 

differences in tax policies and agency problems, including differences in bankruptcy costs, 

information asymmetries, and shareholder/creditor conflicts. The findings of this study have 

suggested links between varying choices in capital structure across countries and legal and 

institutional differences. 

 

 

 


